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The publication of this report wil
coincide with the thirtieth anniversary of
the extraordinary 120 per cent increase in
the price of oil announced by the
Organisation of Petroleumn Exporting
Countries at the end of 1973. The rise
carme two menths after the 70 per cent
price  increase that preceded the
ernbargoes brought about by the October
War, and it meant that during the autunin
of 1973 ¢il prices multiplied by four. At the
time the author of this report was the oil
carrespondent of the Sunday Telegraph
and he rernembers these manths well. In
Europe and America they caused much

angst, gloom and gnashing of teeth.

For the QPEC countries the price ises
were wonderful, For the first time the
praducers felt they were getting 2 fair
price for a diminishing asset. The rises
ushered in what seemed to be a gofden
age, when raw materials producers - and
especially the oil states - were the focus of
the world's attention, and they began to
wield a political influence to match.
More important, they were able to
regrganise their own economies to
deliver as much as possible of their new
money to thelr own people. They
tghtened the restrictions that already
existed on the ownership of land and
businesses, created lavish welfare states,
virtually guaranteed the employment of
their people in government, and
pumped money into the private
sectors through contracts and various
land BLying programmes.

The system worked well enough in
the 1970s and early 1980s while

ail prices were high in real terms, and in
countries  where  populations  were
relatively small. But as prices have
weakened and fluctuated since the mid-
1980s and populations have grown fast
and inexorably, the system has become a

hindrance to the creation of wealth,

It has given populations standards of living
that are artificialiy high, in that they are not
derived from the work and cutput of society.
It has discournged technical training and
hard work, and prodiuced an uncompetitive
rentier mentality, in which incoame comes to
the individual without his doing much to
earn it - as if he had inherited rented
praperty. It has created unrealisiic
expectations, and false ideas of what
constitutes or creates wealth. Mot the least
of these is the idea that oil is an immensely
valuable asset which can be the basis of a
saciety’s prosperity in the long term. In
reality oil, and other minerals, are generally
less useful as producers of wealth than
people, or at least well-educated peaple -
witneéss the societies of Hong Kong,
Singapore, Korea, Taiwan, Japan, and fer

that maiter Britain and America.

The «il revenues of even the biggest OPEC
producer, Saudi Arabia, are eguivalent to no
maore than a sixth of the gross domestic
product of Belgium. In other words the GDP
of Saudi oil is equivalent to the output of

fewer than 2 million people in Europe.

In this context Dubai is fortunate. It has
never been much addicted to oil revenues.
Oil came to it relatively late - in 1969 - when
it already had a flourishing entrepct

economy, Its  revenues were  never
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Dubai Economy - Basic Statistical Data

Total GDP AED bn

AED ba at constant

2
tn
b
)
=1
i
o
~
i
=
-

10.2

0
—_

© Gavermment expendilure

AED bn

(=]
o
o
~
-
=
—
~
ki
~N
i
kS

Municipality

=
o™

36.0

=
3
~

pirts - tonnes m 44.3 46,7 51.8

Passengers using

=
Q
oo
I
a0
o

10.6

-
L

t2.2 14.2

- Hotel revenues

Mates on GO figures:
{1} GOP Mguees for 2002 are provisionat. The appancrdly lgw geowth in thin pear reflects o seakining in ol prices and the real ostate markat in the fest half, and the
depreiiing etlect of 1he rag crish in (e last quarer.
iscusser i Secton 3 of the first e of thin repon (ube 2003}, i1 ey diificull 10 measis he GOP of Cubal. The official GOP Nigunes gheen o the Bt lowr
ney abdve are estimatod radher tham measured, 1t i fow generally accepled in government sref duiskde That they are underextimales.
(3) Of GD¥: Althousgh the GOP figures here are grven in conslant 1995 prices, Ibey da reflect changes in the price of ofl, which increase or decrmise e added value
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